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CONEIDENTIAL MOSCOW 2167 

E.O. 1 1652: GDS 

SUBJ: SOVIET-NORTH KOREAN ECONOMICS RELATIONS 
REF: MOSCOW 1568 (NOTAL) 

1. SUMMARY - A RECENTLY CONCLUDED LIVE- YEAR SOVIET-NORTH KOREAN 
TRADE AGREEMENT CALLS EOR AN INCREASE OE APPROXIMATELY 40 PER- 
CENT ABOVE 1971-1975 LEVELS. SOVIET PRESS REPORTING DESCRIBES 
THE USSR AS NORTH KOREA'S "MAIN TRADING PARTNER" AND EMPHASIZES 
THE IMPORTANCE OE SOVIET AID PROJECTS WHICH ARE NOW SAID TO 
NUMBER ABOUT 30 IN ADDITION TO 50 EARLIER PROJECTS. MENTION IS 
MADE OF NORTH KOREAN LABOR PREPARING TIMBER IN KHABAROVSK REGION 
EOR EXPORT TO NORTH KOREA, AND ALSO WORKING IN A JOINT SOVIET- 
NORTH KOREAN WOOD PROCESSING PLANT IN THIS AREA- 
THE EIRST PRESS REPORTS OF NORTH KOREAN WORKERS ONSOVIET 
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TERRITORY THAT THE EMBASSY HAS NOTED. NOT UNEXPECTEDLY, THERE IS 
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NO MENTION OF NORTH KOREA'S CHRONIC TRADE DEEICITS WITH THE USSR, 

ITS DEEAULT ON INDEBTEDNESS TO WESTERN COUNTRIES, AND A REPORTED 
EIVE-YEAR MORATORIUM ON REPAYMENT OF DEBTS OWED TO THE 
USSR. END SUMMARY. 

2. SOVIET PRESS (EEBRUARY lO/II) HAS PUBLISHED REPORTS OF 
SIGNATURE IN MOSCOW EEBRUARY 9 OE EIVE-YEAR (1976-1980) INTER- 
GOVERNMENTAL SOVIET-NORTH KOREAN TRADE AND PAYMENTS AGREEMENT. 
DELEGATIONS WERE LED BY SOVIET DEPUTY CHAIRMAN OP COUNCIL OP 
MINISTERS I.V. ARKHIPOV AND (PHONETIC) NORTH KOREAN DEPUTY 
PREMIER OP ADMINISTRATIVE COUNCIL KON DIN TKHE (POSSIBLY 
MINISTER OP EXTERNAL ECONOMIC APFAIRS KONG CHIN-TAE). 

BOTH DELEGATIONS REPORTEDLY PLEASED THAT AGREEMENT WILL PER- 
MIT "PURTHER STRENGTHENING OP TRADITIONAL RELATIONS OP 
PRATERNAL FRIENDSHIP AND COOPERATION" BETWEEN USSR AND NORTH 
KOREA. 

3. SOVIET ECONOMIC PRESS (TASS VESTNIK) HAS PROVIDED FOLLOWING 
ADDITIONAL DETAILS WHICH SUPPLEMENT INPORMATION PROVIDED 
RECENTLY BY SOVIET MFA PIRST FAR EASTERN DIVISION CHILE 
KAPITSA (REPTEL, PARA 5) ON SOVIET CREDITS POR DEVELOPMENT PRO- 
JECTS AND EIVE-YEAR MORATORIUM ON DEBT REPAYMENT: 

(A) BILATERAL TRADE IS EXPECTED IN INCREASE BY ABOUT 
40 PERCENT OVER 1971-75 LEVEL; 

(B) THE SOVIET UNION IS THE MAIN (GLAVNIY) TRADING 
PARTNER OP THE NKDP AND SOVIET EXPORTS ACCOUNT FOR 
A SIGNIFICANT PART OF NORTH KOREAN IMPORTS OF 
MACHINERY AND EQUIPMENT, RAW MATERIALS AND FUEL: 

(C) ENTERPRISES CONSTRUCTED IN NORTH KOREA UNDER SOVIET 
AID AGREEMENTS PROVIDE MORE THAN 50 PERCENT OF 
NORTH KOREA'S ELECTRIC ENERGY, 16 PERCENT OF ITS 

PIG IRON, 100 PERCENT OF ITS TEXTILES; 

(D) THE USSR HAS PARTICIPATED IN THE CONSTRUCTION OR 
MODERNIZATION OF MORE THAN 50 FACTORIES, PLANTS, 

ELECTRIC POWER STATIONS AND OTHER PROJECTS IN NORTH 
KOREA. THIS ASSISTANCE HAS NOW EXTENDED TO ABOUT 
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30 MORE INDUSTRIAL ENTERPRISES. THE NEW PROJECTS 
INCLUDE AN OIL REFINING PLANT AT UNDI WITH AN ANNUAL 
CAPACITY OF TWO MILLION TONS, A BEARING PLANT WITH 
AN ANNUAL PRODUCTION OF 13 MILLION BALL AND ROLLER 
BEARINGS PER YEAR, A METALLURGICAL PLANT PRODUCING 
ABOUT ONE MILLION TONS OF STEEL PER YEAR IN SHEETS: 

(E) THE USSR IS ALSO ASSISTING IN TRANSPORT DEVELOPMENT 
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IN NORTH KOREA THROUGH THE DELIVERY OE DIESEL 
LOCOMOTIVES AND ASSISTANCE IN THE CONSTRUCTION OE A 
RAILWAY CAR PLANT. 

(E) BILATERAL COOPERATION IN THE TIMBER INDUSTRY 
CONSISTS OE THE PREPARATION OP TIMBER NEEDED BY 
THE NKDP BY KOREAN WORKERS "ON THE TERRITORY OP 
KHABAROVSK KRAY (REGION)." CONSTRUCTION OF WOOD 
PROCESSING INDUSTRY ENTERPRISES HAS ALSO BEGUN IN THIS 
REGION ON THE PRINCIPLE OF "JOINT PARTICIPATION." 

4. COMMENT - AS MIGHT BE EXPECTED, ASIDE FROM THE DRUMBEATING 
ABOUT INCREASED TRADE AND THE VALUE OF SOVIET AID PROJECTS, THER 
IS NO RPT NO MENTION OF NORTH KOREA'S CHRONIC - 20 TO 40 
MILLION RUBLES PERYEAR - TRADE DEFICIT WITH THE SOVIETS AS 
REVEALED BY KAPISTA (REFTEL), NOR IS THERE ANY WORD OF NORTH 
KOREA'S SERIOUS DEFAULT ON INDEBTEDNESS TO THE INDUSTRIAL WEST. 
THE MENTION OF NORTH KOREAN LABOR WORKING ON TIMBER PROJECTS IN 
THE SOVIET FAR EASTERN REGIONS IS THE FIRST REFERENCE TO THIS FACT 
THAT THE EMBASSY HAS NOTED IN THE SOVIET PRESS. 
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